CITY COUNCIL

Committee of the Whole

Monday, September 24, 2012
Council Office
5:00 pm
Agenda

Although Council committee meetings are open to the public, public comment is not permitted at
Council Committee of the Whole meetings. However, citizens are encouraged to attend and observe the

meetings. Comment from citizens or professionals during the meeting may be solicited on agenda
topics via invitation by the President of Council.

All electronic recording devices must be located behind the podium area in Council Chambers and
located at the entry door in all other meeting rooms and offices, as per Bill No.27-2012

I. Review of 2011 External Audit - Herbein & Co

II. Other Matters

III. Agenda Review



COMMITTEE of the WHOLE
CITY COUNCIL

MINUTES
September 10, 2012
5:00 P.M.

COUNCIL MEMBERS PRESENT:
J. Waltman, D. Sterner, R. Corcoran, M. Goodman-Hinnershitz, F. Acosta, S. Marmarou

OTHERS PRESENT:
L. Kelleher, S. Katzenmoyer, C. Younger, C. Snyder, M. Bembenick, L. Murin, A.
Shuman, V. Spencer, C. Jones, F. Denbowski, R. Johnson, J. Miravich

The Committee of the Whole meeting was called to order at 5:03 pm by Council
President Acosta.

I. Wyndham Hotel

Council entered executive session at 5:03 pm to discuss a sale or lease agreement.
Council exited executive session at 5:38 pm

Mr. Shuman left the meeting at this time.

II. Recycling Truck & Program Update

Mr. Denbowski provided a report outlining the different types of recycling trucks and
their advantages and disadvantages. He stated that the recommendation is for the split
rear load truck.

Mr. Marmarou questioned the maintenance on this type of truck. Mr. Denbowski
stated that this type of truck requires the least amount of maintenance.



Ms. Goodman-Hinnershitz questioned the timeline for the City to receive their trucks
once the order is placed. Mr. Denbowski stated that the trucks would be received at the
end of January 2013. He explained that the trucks are built to order and not pre-
manufactured.

Mr. Marmarou questioned where the trucks were manufactured. Mr. Denbowski stated
part of the truck is Heil and part is Mack. He stated that Heil is located in Chester and
Mack is located in Allentown. He stated that this bid would be part of the state bid and
would not have to be sent out separately. He noted that Council approval of the
financing of the purchase of the trucks is necessary as each has a cost of approximately
$250,000 and four trucks are needed.

Mr. Waltman questioned if the purchase of the trucks would affect the pro forma of
insourcing this function. Mr. Murin stated that this is the type of truck which was
originally recommended for purchase. He stated that these results will not affect the

pro forma.

Mr. Waltman questioned if this was the original type of truck that was chosen for the
program. Mr. Denbowski stated that it is.

Mr. Corcoran questioned the number of trucks needed. Mr. Denbowski stated that four
trucks are needed as there are four daily routes.

Mr. Denbowski left the meeting at this time.
ITII. Executive Session — Inter-municipal Agreements

Council entered executive session at 5:55 pm to discuss inter-municipal agreement
negotiations. Council exited executive session at 6:37 pm.

IV. Agenda Review

Council reviewed this evening’s agenda.
The Committee of the Whole meeting adjourned at 6:40 pm.

Respectfully Submitted by
Linda A. Kelleher, CMC, City Clerk
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CITY OF READING
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

December 31, 2011

Section I - Financial Statement Findings
11-1 MODIFIED ACCRUAL/FULL ACCRUAL BASIS OF ACCOUNTING

Criteria

Reporting in accordance with generally accepted accounting principles requires ﬁnanolal information for
governmental funds to be reported on the meodified accrual basis of accounting and for propristary
funds to be reported on the full accrual basis of accounting.

Condition/Cause
The Accounting Department records accounts payabEe throughout the fiscal year, but accounts
receivable.are.onlyreconciled ot yearend. .in.addition. significant.adjustnents-are.posted.af, year-end

including Gjae receivable accounts.
:
xz‘

Effect

Hrid ‘i fands orea monthly
basis provides for more consistent reporting to provide a more accurate assessment of financial needs.

‘ Management Response
See corrective action plan included in this report package.

11-2 CASH DISBURSEMENTS - SEGREGATION OF DUTIES

Criteria

The process for the City to disburse funds includes an accounts payable request form that is required to
be approved by {he initiating department and the finance department. The managing director also
approves the voucher if a specific doliar threshold is met.
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CITY OF READING
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

December 31, 2011

11-2 CASH DISBURSEMENTS ~ SEGREGATION OF DUTIES - CONTINUED

Condition/Cause

The disbursement process for authorizations is no longer being followed due to ftumnover in
management positions and the need to timely disburse funds. The assistant to the finance director has
been given the responsibility to sign on behalf of numerous individuals, thus eliminating critical steps in
the control process.

Effect e .
The City no longer has an appropriate segregation of duties over cash disbursements. In addition,
there is no documented evidence that management has reviewed numerous disbursements wh[ch
allows for!%a 7

2

.
Recommeadatnon
We reconifnend that the policies and procedures be reviewad and streamlined to a[low for
approval ¢ purchas irti
purchase Srder pra.
better USQgOf th

dhe proper
15 anjelectronic

purchase o é'ﬂi’der
once deﬁr;ed
Benefi{ %
The City v@[
vendors. &

Managemani Respo
See corrective action plan included in this report package.

11-3 PENSION REPORTING

Criteria

The City reports annual wages related to their active pension plans on Form AG-385 and submits the
form to the state. The form is used to assist in the calculation of annual pension subsidy the City will be
receiving from the state.

Condition/Cause

There has been turnover in the pensicn administrator positicn as well as within the finance department.
This turnover has net allowed any individual to gain comfort with the requirements of the Form AG-385
plus there is no supervision or review of the reporting process.
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CITY OF READING
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

December 31, 2011

11-3 PENSION REPORTING - CONTINUED

Effect

During our procedures, we noted one payroll run for police in which longevity pay was not properly paid
within the paychecks. To correct the problem, additional checks were cut to these individuals for the
corrected amount. These checks were not included in the wages reports on the AG-385. The police
and fire make percentage and fixed contributions to the pension fund. It was noted during our testing
that several employees were not making the fixed contribution ($1/month for pelicermen and $5/month
for firemen) as noted in the collective bargaining agreement.

Reccmmendaﬂon

having the proper withh
bargamm X_iagreements We also recommend that any instance in which payroll deviate§ from the
normal pé.y (issuing checks for longevity) the pension office is notified to make any adjustmems

deemed rt’ecessa%fo

reporting purposes. Additionally, we_recommend
teview the-tomp i

member of m:}?ﬁagement
)

Benefit =
The City wil be

11-4 PENSION COMPLIANCE

Criteria
The City has made significant changes to the pension plans over the past several years. It is
Imperative that these changes are made in accardance with state code for third class cities.

Condition/Cause
Numerous benefits have been granted to tnion employees that were not within the parameters of the
established codes.

Effect

The City has granted benefits that are out of compliance with stafe code for third class cities. As a
result, the pension subsidy from the state covers a smaller portion of the pension obligation since it wil}
not factor the excess benefits into its calculation. This ultimately results in higher costs to the City.
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CITY OF READING
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

December 31, 2011

11-4  PENSION COMPLIANCE - CONTINUED

Recommendation

State code for third class cities should be evaluated during negefiations to ensure pension compliance
prior to setfflement of all union contracts. The City should also monitor requirements for remitting
funding obligations to each fund.

Benefit
The City will be in compliance with governing documents re!a’ted fo pension.

Management Response
See correglive-getl

at md[cat§ that the
be regarded as a

mlsstateng_gnt weil
material weaknj :

”ﬂ

fea it

Cond!t[onﬁ;ause
Material a’édxt adjustments were proposed during the aud\t and recoerded to properly reﬂect material
accounts &n the fing
sheet accotinte i t
funds related to grants receivable.

Effect
As a result of the reconciliations and other monitoring activities net being performed, the financial
statements were materially misstated at year-end.

Recommendation

The accounting department should review its policies and pracedures for key transaction classes to
ensure that the appropriate individual is assigned the proper task. We also recommend that a further
understanding of the reports needed and the analysis of said reports be obtained by the appropriate
personnel in order to identify possible under/overstatements in material accounts and investigate the
possible cause. It is strongly recommended that these material accounts are reconciled monthly to the
general ledger timely and anaiyzed for potential misstatements that may exist,

85



CITY OF READING
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

December 31, 2011

11-5 ACCOUNT RECONCILIATIONS/MATERIAL ADJUSTMENTS POSTED AS A RESULT OF
THE AUDIT ~- CONTINUED

Benefit

Management and council are able to have confidence in the support they are using during the decision-
making process. Management will also be able to identify areas of deviation from budget and other
trends which may allow a more pro-active approach then reactive at the time of audit,

Management Response

See corrective action plan included in this report package.

taxes coilécted was being performed to monitor the collection activity.
o

Effect & S A
At fiscal v& CCUMEEATIOR Tor tHa' ASSoRear Faxas (mcFerlﬁg“interIms nd splits),

collected taxes and outstanding tfaxes. Real estate taxes are a matenal revenue source for the City .
and should be monitored for completeness. .

Recommendation

We recommend that the City request the monthly tax collector reports required to be filed by the
collector to the government agency by DCED. A member of the accounting department should then
reconcile the assessed taxes with the collections to monitor the ouistanding balances.

Benefit
The City will have an ongoing reconciliation of the outstanding taxes as well as an accurate picture of
the additions and subtractions from the tax duplicate.

Management Response
See corrective action plan.
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CITY OF READING
SCHEDULE OF FINDINGS AND QUESTICNED COSTS -~ CONTINUED

December 31, 2011

11-7  TIME CARD APPROVAL

Criteria
The City's internal control procedures for hourly employee payroll state that the employes, time keeper,
and departrnent head should sign off time cards to ensure accuracy and approval of the hours worked.

Conditton/Cause

During our testing of payroll, we found several instances of unsigned and unapproved time cards. It
was determined that the hours were properly aflocated based on the time cards; however, a lack of
supervisory approval was noted.

alsc add another

Managemgnt Response
See correCtiva attonp

11-8 PURCHASING CARD PROCEDURES

Criteria
Proper segregation of duties should be maintained for key areas to ensure the proper review and
approval of transactions is occurring.

Condition/Cause

During our procedures, we noted that the purchasing cards that are in possession of certain department
directors were only being approved by the same director before payment. No monitoring review was
being performed at the upper management level to ensure only allowable costs were being charged.
Due to turnover in key management positions, this monitoring activity was not taking place for a good
portion of the year.

Effect

Without the proper segregation of duties and independent approval, misappropriaticn of assets may
oceur without being detected.
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CITY OF READING
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

December 31, 2011

11-8 PURCHASING CARD PROCEDURES - CONTINUED

Recommendation
The City has implemented a control process for the purchasing cards commencing in September 2011.
We commend the City for making the appropriate change in policies and procedures and encourage
enforcement of the new policy which includes a monthly review of fransactions and mandates receipts
for alt purchases.

Benefit
By implementing a stronger internal control process aver the purchasing card transactions, the City will
be able to mitigate the opportunity for misappropriation to cccur.

n add|tton there was na evidence
ﬂ%é"yg%r“as evidericed by the

yzmg
unadjusted balances in the trial balance received.

Effect

Management is not able to provide sufficient, accurate support for the receivables outstanding at year-
end, reconcile the report to the general ledger or accurately estimate the allowance for uncollectible
accounts.

Recommendation

With the outsourcing of the sewer and water billing to a third party mid-way through 2012, it is important
for the City to have accesses to certain reports such as monthly accounts receivable aging reports and
monthly billing reports. These reports will allow the City to make the correct entries to the sewer fund
for the receivables outstanding and properly adjust the allowance for doubtful accounts. The accounts
receivable aging should be analyzed monthly for trends in aging or unusual items that couid be an
indicator of a bad meter reading or other problem.
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CITY OF READING
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

December 31, 2011

11-9  BILLING - REVENUE/ACCOUNTS RECEIVABLE FOR WATER AND SEWER - CONTINUED

Benefit

The City will be able to make an accurate determination of uncollectible accounts as well as enhance
collection efforts and improve cash flow. This process will also allow the City to notice significant
variances from historical trends related to receivables and revenues.

Management Response
See corrective action plan included in this report package.

Criteria %
The com é‘% nity development coffice initiated a micro lean program in August 2010, The progeam allows
for loans of 1,000 to $35,000 to small business owners in the City at a fixed rate of three percent for
five to teniyear taime. i g, [oah sed for ed ment,x\?g‘i;”" fig capiar TeRoyations and repairs,
marketing?gihnd ol 3 i : . !
o :

Although Ere e B ATTIOtEd THOM TB NG procedTas I prace o Agresment was not
signed by all parties, not approved by city council, and thle maney is not in control of the City.

Recommendation . ,

We recommend that the City re-evaluate the policies in place for employess of the City to contract with
a third party in the name of the City without council approval. We also recommend that a signed
agreement be obtained regarding the program and the third party consultant.

Benefit

By having the proper policies in place, council will be aware of any contracts the City is obligated to in
the future. We also believe that a signed agreement adds a level of assurance as to the procedures
involved in the micro loan program.

Management Response
See corrective action plan included in this report package.
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CITY OF READING
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

December 31, 2011

11-11 MONITORING - STATE GRANTS

Criteria

Over the past year, there has been an increass in state grants received by the City and passed-through
to other agencles within the City. The grants are being generated through the City and the Reading
Redevelopment Authority, which is a component unit of the City. Each grant notes that the recipients
are responsible for managing and monitoring each project’s activity supported by the award. In
addition, the agreement requires the monitoring of compliance by a subgrantee or subrecipient.

Condition/Cause

It was nated in our procedures that certain grant funds were received by the City and passed-through to
the subrecipients wi the.prop tmentation.fo SxRenses-and.otherreports.being received. In
addition, ] ual

h D corded on the City's gencial ledger.
The City éifso is not maintaining an accurate listing of all state awards that have bheen applf@d for and
the status%éf these awards. g@

£ =
Effect %f E5 ; : 2 i
The City i%ultimai y e si f the ol sage of : nigs req;é:ived from
the state. sAny d i S i ent will eed to be
refunded g the :

RECQU I St Uk 5 e [

We recommend g state grants to allowgfor proper
documentgion of the award and related expenditures. Procedures should include verifying allawability
of costs, ;’gacking the availability of funds for a project including the remaining balance vailable,
tracking t}'g matching expenses related to the agreements, and monitoring subrecipients = We also
‘recommentd® oF: pplied forarmd”

e & TRaintatsa t0 aflow e Biy-to monitor
grant status. With the involvement of the Reading Redevelopment Authority, it is also .important for
open commurication teo take place between the City grants coordinator and the Authority. '

Benefit
By implementing these policies, the City will be able to better safeguard its assets as well as monitor
the activity of subrecipients and mitigate its exposure for unallowable activity.

Management Response
See corrective action plan included in this repart package

20



CITY OF READING
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

December 31, 2011

11-12 PREPARATION OF SGHEDULE OF EXPENDITURES OF FEDERAL AWARDS (SEFA)

Criteria
OMB Clrcular A-133, Section 310(b) requires the auditee to prepare a complete and accurate SEFA.

Condition/Cause

The City does not prepare a SEFA containing all required information. The Gity provided information
related to the federal programs including agreements and other supporting documentation; however,
the SEFA was prepared by the auditor. In addition, certain federal awards were not identified at afl.

Effect

No schedy bles due at
year-end.; oversight
and momtcrlng Dy the City were missing. In addition, any department that receives a grant sh{ould work
closely the accounting department in order to ensure that proper recording of the awaré and draw
down st . In addlt[on management shoutd implement internal control pro,eedures o

minimize the 1 Tete  of grant filds and'

Management Response

See corrective action plan included in this report package,
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CITY OF READING
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - GONTINUED

December 31, 2011

Section [lf - Federal Award Findings and Questioned Costs

111 Modified Accrual/Full Accrual Finding is also a Federal Award Finding which relates to
Community Development Block Grant 14.218 - Contracts BO8MC420013, BOIMC420012 and
B10MC420013: CDBG-R 14.253 Contract BOSMY420013: Home Investment Partnership
Program 14,239 - Confracts MOSMC420204, MOBMC420204, MO7MGC420204, MO8MC420204,
and MOSMCA420204,

11-5  Account Reconclliations/Material Adjustments Posted as a Result of Audit is also a Federal
Award Finding which relates to Community Development Block Grant 14.218 — Contracts
BO8MC420013, BO9MC420013 and B10MC420013: CDBG-R 14.253 Contract BOSMY420013:
Home mvestment Partnership Program 14.239 Confracts MO5SMC420204, MOBMC420204,

11-8 PLIrchasmg Card Procedures Finding is also a Federal Award Finding which ielates fo
Cammumty Development Block Grant 14,218 - Contracts BOBMC420013, BOSMC420013 and

1112 s Fedaral Award

”E*Contracts

4, MOGMC420204
gatlon grogram 2

WQ@

Gommunity Development Block Grant 14.218 — Contracts BOSMC420013, B10MC420013 and
B11MC420013; Community Development Block Grant — ARRA 14.253 Gontract BOGMY420013: Home
Investment Partnership Program 14.239 Contracts MO7MC420204, MO8SMC420204, MO9MCA420204,
M10MC420204: Homeless -Prevention and Rapid Re-Housing Program — ARRA  Contract
SO09MY420006.

Criteria

The Gity receives funding from the Department of Housing and Urban Development (HUD) and uses a
separate fund for tracking and reporting purposes. The IDIS system is used fo communicate
information to HUD as well as to draw down appropriate funds and report program income.
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CITY OF READING
STATUS OF PRIOR YEAR FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

December 31, 2011

11-13 GRANT RECEIPTS - CONTINUED

101 Modified Accrual/Full Accrual Basis Of Accounting is also a Federal Award Finding which
relates to Community Development Block Grant 14.218 - Contracts BOBMC420013,
BOSMCA420013 and B10MC420013: CDBG-R 14.253 Contract BOSMY420013: Home
Investment Partnership Program 14.239 - Confracts M05MC420204, MOBMC420204,
MO7MC420204, MOBMC420204, and MO9OMC420204.

Criterta
Reporting In accordance with gensrally accepted accounting principles requires financiat information for
gavernmental funds to be reperted on the modified accrual basis of accounting and for propnetary
funds to b ted on Jﬁb i
'ﬁ%&” Bt R

Condition/Cause S
The accalinting department records accounts payable throughout the fiscal year, bu 1 accounts
recervable}are on[y reconciled at year-end In addmon s gnmoant adjustments are posted a§ year~end
to bring TS BHTeE Fecepies fng pri

Effect

All accoufits should be reconciled on a timely basis consistent with reporting as reqmred by U.S.

generally jaccepted accounting principles.  Policies and procedures should be adopted@ettmg up
deadlines for reconciliation and review and oversight responsibitities,

oy e
Benefit

Matching revenues to expenditures and reconciling balance sheet accounts for all funds on a routine
basis provides for more consistent reporting to provide a more accurate assessment of financial needs.

Management Response

In 2009, there was a turnover in staff within the community development department and finance
department. During the summer of 2009, our IDIS system was updated and, there was a problem
getting these individuals set up in the IDIS system, thus causing a two month delay in drawing down
HUD funds. The policy and proceduras put in place are following by the CD fiscal officer. The CD
fiscal officer does bi-manthly reconciliations between the IDIS system and the City’s general ledger.
Without any further problems with the IDIS system and no changes in staff, we do not anticipate this to
be a finding in the future.

Current Status of Corrective Action Plan
See corrective action plan included in this report package related to finding 11-1.
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